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OENTRAL, INTELLIGEVCE AGHNCY Revised
QRE 100-49 € Msrch 1950

FReNCH LABOR UNREST IN 1950 AND ITS IMPLICATIONS
FOR THE ATTAINNENT OF US CBJECTIVES IN
WESTERE BURCPE

Labor discontent,;,whioh has been building up steadily over the past six
months, v-:lill be aggravated in 1950. This prospect is of particular concern
to the US because labor unrest will be among the basic factors which will
contribute to a slowing down of French progress toward objectives that the
US has set for Europe. Although it is impossible to make specific quantitative
estizates of the direct or residual effects of labor unrest as such on
progress toward particular US goals, it is deronstrable that the effects now
anticipated will have seriously adverse consequences for the US. Specifically,
the following results are to be expected: (1) The expanded effortsjwhich
the whols French nation nust now rake if the ERP is to be concluded in 1952-53
with reasonzble assurance of long-term economic gainsywill be retarded; (2)
France's fulfillment of its role in the first year of the NDAP wiil be
rendered more difficult, wi.th adverse effects on the development of the North
Atlantic Alliance; and (3) because France will be ﬁeakened econorically and
politically in the face of a resurgent Germany, the chances are lessened that
fiote: +hie report is in process of coordination with the intelligence

organizations of the Departments of Stete, Arny, Navy, and the

Aiir Force. It contains information available to CIA as of
15 Fobruary 1950,
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the French will attain the position of leadership on the continent which
had been assumed in US planning. A major factor in 211 these unfavorable
trends will be the Communist—dominated Genersl lLabor Confederation (coTy,
which will derive considerable advantage from exploiting labor's economic
grievances,

Substantial reduction of French labor's dissatisfaction over the next
few years coﬁld be accomplished only by a decrsase in the disparities and in-
equities that result from the widely varying standards of living in France®
(a major reform which the non~-labor majority of the nation will not concede);
and/or an increase in the volume of consumer goods available to the ma jority
of the workers, a measure which, if it could bs carried out, might reduce
discontent toc minor proportions. Progress in either of these directions will,
however, be slight at least through 1950. The basie protlem will be solved
ngither through such wame increases as ure likely in the next few months nor
throuch any discrediting of Commurist leadership of the General labor
Confederation (CGT).

Ineffectual efforts of union lcaders to achieve substantial improverent
in labort's purchasing power, as well as the workers' intensified disc¢ontent
itselfewill produce adverse consequences for French econoric activiby and

poiitical stabillty.¥** Because it will be unable to paralyze the economy or

% See Appendix I

* Yor recent and prospective agaravation of worker discontent, see
Appendix II.
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to pain decisive political power, labor will be unable to force prompt and
1liberal concessions from the government. Obviously this inability to force
a substantial rise in real wages will prolong 1abor!s’dissatisfaction and |
the i1l effects that will follow.
The direct effects in 1950 are expected to include:
(1) Increased unrest among the workers and tholr leaders,
encouraged, of course, by the CGT.
(2) A growing number of strikes, both local and indus.ry-wide.
(3) Ir;tensified labor pressure on the government.
(4) 'An appreciable rise in money wege levels, peruaps
amounting over the year to 15-20 percent.
(5) Diminished incentive toward maximum production among
individual workers.¥%

1. Economic Censiderations.

The anticipated strikes will be among the majcr developments -~ including
greater marketing difficulties and higher taxes on business - which will
probably prevent increased industrial production. Interruptions in the flow
of raterials and in production processes over a number of months will act as
a drag both on the velume of production and on productivity. Productivity
will be adversely affeéted also by lowered labor morale, Besides directly
impairing the workers' efficiency, lower morale will render them more receptive

to Communist propaganda which charges that the demund for higher productivity

¥ Those direct effects are more fully discussed in Appendix III-
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is a capitalist device for exploiting the workers without recompensing them
through higher wages. |

In December 1949, the French production index was still 6 points below
the May 1949 postwar peak of 131 percent of 1938. The goal for 1952-53 is
143 percent of 1938, which, even without intensified labor unrest, would
not be easily attained in view of decreasing ECA aid, increasing foreign
competition, and other factors. Under the circumstances, the chances of
reaching the 1952-53 goal are exceedingly slim.

The French must increase their production levels substantially in the next
two yeurs and must meke rapid strides in reducing production costs if they are
to expand exports and balance their foreign payments accounts by the end of
the ERP without suffering a decline in the standard of living. French industry
and agriculture are insisting that they be given some time to cut cosis before
accepting keen foreign competition.* Such competition, nevertheless, is in-
herent in full economic integration, without which ECA believes economic
stability at a high level of activity is impossible for any Western European
nation. |

The present stability, moreover, of the French sconomy - as well as
planned levels of economic activity -~ will be impaired in 1950 by disturbances
in production, the growing antagonisms in labor-managerent relations, and
the inflationary impact resulting both from interruptions in the scheduled

production of goods and from the expected rise in money wages. Existing

¥ A tentative OEEC study (September 1949) of comparative labor costa per unit
of output esteblished the following indices of minimum costs compared to 1938:
France, 206; est Germany, 141; UK, 175; Netherlands, 185; US, 190; and Italy,
194. Although average industrial productivity rose about 15 percent in Prance
in 1949, it is still only sli~htly akove 1938 levels and is at approximately
- one=fourth of present US levels. ‘

. -4 -
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inflationary pressures {see ippendix II) are liiely to remain sufficiently
strong for several months so that the "first round" of wage increases in

some major industries will at least temporarily tend to encourage further
price increases. Later in 1950, a further rise in money wages mirht well
not be appreciably inflationary because it would probably be too gradual

and the result of too many separate management policy decisions to permit
concerted moves hy industry for broportionate price increases. 4An in-
direct inflatiomary effect will, however, almost certainly be produced by
the wage increases which cannot be avoided in the nationalized industries.
Fartly in order to meet their expanded wage costs, the povernment will very
probably be forced, in view of pelitidal handicaps, to engage in greater in-
flationary borrowing than has been necessary since 1947.

Such a development in public flscal poliey, as well as a prolongation

of the current steady price rise, would be a fundamental blow to the consider-
able improvement over the past two years in the shtability of the French -
economy. Further improvement in thils stebility, which ECA pursuss both in iis
:ﬂirect ERP dealings with the French Government and, in part, by lts
aceelerated campairn for Buropean economic integratiom, will thus be
hanpered by the residual effects of labor discontent.

2. Political Considerations.

Third Foree Governments-~the only kind of French Government foreseeable
with the present Assembly—will be increasisgly vulnerable to labor pressure.
This pressure can be exerted directly either in the form of demands and

warnings of labor's spokesmen or through actual work stoppages. Indirectly,

-5
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all the adverse consequences of labor unrest--as it affects production,
productivity, price levels, and Communist capabilities—-will tend to
magnify the disagreements among the middle-of-the-road parties.
Even before the Socialisf.s' withdrawal from the government early in
February 1950, labor could exert considerable political pressure on Third

Foree Governments in that the anti-Communist Force Ouvriére (FO) was

frequentl& able to influeﬁce government policy through the Socialist
ministers, while the Chrisﬁian labor Confederation (CPFIC), through its
connections with the left wing of the Popular Republican Party (VRP), was
and remains able to influence its actions. The current seizure of the
initiative by labor, which lad to the Socialists' withdrawal from the al-
ready wobbly Third Force coalition, risks the downfall of the present
zovernment and, subseéuently, the dissolution of the Assembly. Although
the Socialists apparently hope to avert a showdown in the Assembly which
might hasten this event, labor ls now in a position to foree their hand in
pressing for prompt satisfaction of its demands. LIsanwhile, the Socislist!
withdrawal from the coalition deprives the government of their restraining
hand on non-Communist labor's strike activities..

Regardless of any changes.in the rovernment, the Comrunist Party
through the strike tactiecs and tbe enhanced prestige of the CGT may well
succeed, at least temporarily, in reversing its steady loss of influence in
France in 1949 -- a trend which would somewhat strengthen its politieal

power,
-6 -
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3, Military Considerations.

The Mutal Defense Assistance Program (1DAP), although it does not
anticipate any French contribution in the next fov ronths beyond that of
manpower, does entail utilization at a later date of the modest capabilities
which France may graduslly develop (with Us aid) for furnishing materiel
and equipment. The effects of labor unrest will be a limiting factor on
such capabilities through 1950.

The French Commmunist Party has already revealed its determination to
wage an unremitting struggle in France against the IDAP. The CGT's long=-
range capabilities in this respect will be asslsted by the direct effects
of labor discontent, despite any reluctance the non~Communist workers may
have to answer clearly political CGT calls for work stoppages in obstruction
_of MDAP shipments. The Communists wili fully exploit the CGT's strike
tactics and membership drives, as well as the agents it :mintains in
industries critical for the progress of the ¥DAP, As the workers in the
near future increase their efforts to obtain wage increases, the CGT will
find it more and more feasible to call strikes on economic grounds which
will st the same time promote their anti-NDAP objective. The CGT's position
as the strong champion of metal workers and dockers will be especially use-
ful to tne Communists'! efforts to discredit the program, and disrupt the
production and distribution of armamemnts. Despite some government progress
in reducing direct Cormunist penetration of labor in the nationalized

industries, the Party still has apents, particularly in the aircraft industry,

-1 -
SECRET

Declassified and Approved For Release 2012/03/01 : CIA-RDP67-00059A000300080003-7



‘ hDecIassified and Approved For Release 2012/03/01 : CIA-RDP67-00059A000300080003-7
~ SECRET g

capable of causing work stoppages and sabotage.

ﬁaide from the assistance which the Commmnists may be expected to
derive from labor unrest, the workers! discontent will also have adverse
consequences for the MDAP through the wage increases likely to be won.
These, by seriously aggravating the government's tight budgetary position,
will meke it more difficult for the government to increase its volume of
direct defense expenditures, which it would undertukse in any event only

after a general and sizable increase in productivity.
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APPENDIX I
LABOR®'S GRIGVANCES

French labor expresses its basic grievances — multiple and often
complicated -=- along four goneral lines:

(1) The total income (from wages and social benefits) of many types of

workers has not risen in proportion to the incréase in Jiving costs.

(2) The working class as a whole hes nob received its share of the

rising national income.

(3) Particular groups of workers have suffered inequities as 2 ve-

sult of periodic adjuptments in social benafits.

(b) Social banefits, often awmrdaed to workers in lieu of wage

increases, can (in the worker's mind) substitute only in part for

actual pay.

The bulk of the workers will remain deeply dissatisfied becauvse they
will otill believe that they are not individually receiving their full
share of the benefits of the nation's rapid econm':ﬂ.c recovery. Should the
cost of living conbinue to rise (sss Appendix II), the workers will become
more apprehensive lest thelr standards of living be lowered further rather
vhan ralsed. Iabor leaders could, therefors, be expected to inbensify their
demands both for wage increases and for a greater share of the national
incams, particularly by means of shifts in the tax burden and enforced price
reductions vhere prifits "permito" 3wven a substantial incresse in nonoy

=1
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wagesy 1f prices continue to rﬁ'.seg will not satisfy labor. Ilence its
leaders will call more ingistently for major sacrifices by classes
~ {especially entreprensurs and farm groups), now holding the prepcnderance
of political power,

The accentuation of inequalities and inequities in Franch living
starderda, obout vhich the workers ecoplain, has resulted largely from the
postmar inflation in France, Because rising wages have lagged well
behind price inereases, the mojority of workers have found themselvas able
to purchase a smaller share of available goods than beforc the mar. They
have watched some members of their class gain disproportionately by the
govermment's expansion of "indirect wages" or Msoclal benefzi.ts" we Parmily
and transportation allowsnces; industrial accldent, medical, and hospitalizas
tion payments; and vacation pay. Ibamhile labor as a whole has watched
other classes improve their living stendmds disp;'Oportionately by means
of black market operations, price-fixing agreements, changes in taxos and
tax methods, direct access to the sources of food supplies, and opportunities
for large profits during the period of rising pricese

d eorparison of the indexes of lif:iz;g cogts end 1ncome for the laborw
ing class as a whole is misleading. In lecember 1949, the costmof-living
index and the average weekly income of workers (including social benefits)
wore both roughly 16 times greater than they had been in 1938, A breakdomn
of laboring class incomes, however, reveals plaring disparities. Tho total
of veekly payments to some provineial workers with five children was 25 iines

I-2
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greater than in 1938, while nogt Parisian workers without dependents
roceived average total payments only 10 times grester. Lost workers
complain, moreover, that soclial benefits paid in sarvices and not in cash
(0020 medical care and hospitalization) camnot be applied to the purchase
of such essential budget items as food, clothing, and household necessities.

Quite apart from the question of relative incoms trends, the actual
basic wages of a great mass of French workers are so low as to breed
daspaire Lb:g-e than one~third of the total industrizl lsbor force receives
less than 15,000 francs (3LS) per month in basic wages. One-half the total
income of unskilled Paris laborers without dependents is spent for food,
and for many families with children, food cxpenditures are estimated to
amount to a considerably highoer percentage of the budget;

-3
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APPENDIX II

REGENT AND FROSPECTIVE AGGIMVMION OF V(RKER DISGONTENT

in the first half of 1949, after persistent end at times rempant
inflation following the war, French workers were inodarately encouraged
by a slow deoline of the cost of living, Their fundamental complaints
-against inequalities and inequities remeined, however, and acute harde
lahip persisted in the low-peid categories,
late in August 1949 a new restlessness appeared among organized
labar when.reba:ll prices resumed their upward tremd, This development
wes a result both of the severe drought and of an expansion of credit
induced by fears of excessive deflation, The warkers®! reactiomto the
unfavorable price trend was such that the governmeht promptly took an
unusual step over the protests of ths powerful farm and industriel blocs;
it invited immediate extraordinary imports of scerce goods vital te the
worker’s budgets by reducing meny quote restrictions end customg duties,
In mid-September, devsluation intensified the existing labor dis-
satisfaction, as labor at once anticipated & much more powerful impetus
to the oontinuing priee rise, An immediate result was the resignation
of the Queuille Government, which has been relatively stable, over labor'e
demapd for e spacisl supplement to the monthly wage, By late November,

the leadership of the anti-Communist lebor confederation Forge OuvriSre
(PO) felt obliged to call a ome~day gemeral strike for the 25th, despite
the real risk of Comunist exploitation.

At the beginning of 1950, the averags costeof-living index for the
Parisian worker without dependents stood 4 percent above Septexber 1949
and 18 percent above September 1948, Meanwhile oocmbined wages and soclal

po 51
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benefits had not ris«n appreciably since early September 1948, when a
general increage of about 15 percent was permitted, New labor's dis-
content was sufficiently acute to drive the Socialisis to a long-post-
poned decision, aritical for governmentsl stebilitys on 3 Februery tfxoy
withdrew from the Third Force coalition over the distribution of ancther
wage supplement, which was under consideration by the Bidault Govermment
for the mare nsedy categories of workers,

A further deepening of labor discontent over the coming months is
indicated, During at leest the first half of 1950, labor's real income
=y not rise appreciably, and could even further decline, The iniftial
rise of money wages (see Appendix II1I, section 4 ) following the recent
~ restoration of collective bargeining will be slow, will probebly mot
benefit all olasses of workers, and will probebly be largely if not cam-
pPletely offset by continued retail price inoreases. These are alresdy
foareshadowed by & 3 percent riss of whalesale prices in Janumery. Infla-
tionary pressures underlying this trend at least for the coming months
will include large-scals goverment investment spending, large-volume
oredit not subject to oellings, declining ECA aid, any wege increase paid
generslly, and especially the strongly-intrenched private restrictions
on price behavior, The nacessary govermment efforts to overcome these
forces will be politically impracticeble for some time to came:
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APPALIDIX TIT
DINECT TFTECTS O LABOR'S DISSAYISTACYION

1, Growing Unrosht of Viorkers and Their Leaders.

A general intonsification of labor's efforts to obtain satisfaction
of its demands will sten fron: (a) a ﬁdespread belicf among the workers
not only that thieixr burdens are being made heavier but thaot action cannot
be longer delayeds and (b) the CGTts cagerness to exploit this belief,

labor's determination to act in the manths ahead will be conditionsd by the
roeturn to collective bargaining initisted in Fe‘oruu.iyo Undor the syoten
of govermuent~controllad woges prevailing over the previous decade, laobor
could hope to achiocve irportant gains only by a unibed offensive against
governnont policy. Such effort was not, however, practicable, chisfly
because organized labory controlling loss than half of the workers, is
badly gplit by rival confederations.® In addition, the rajority of the
workors have been consistently reluctant to abot the CGT's ‘poli‘bical ains
and have lost considerable faith in the abillty of their leaders in

general to win important economic 2 Ps

# Of the total labor force viich could be unionized (about 9 million),
less than half is controlled b7 the naticonal confederationse The CGT
has nearly tidce as nony supporters (sbout 2,300,000) as the combined
nevberships of its chicf rivals: the Sccialist-oriented Force Ouvritre
(FO-probubly under 500,000), the Christian Labor Confederation (CFIC..
probubly over 500,000), and the new conservaiive Independent Labor
Confederation (CTI ~ about 200,000),

ITT,
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These factors ara, however, no longer decisive handicaps o a stronge
stand. As nogotiations are undertaken with individusl enploysrs or
industries, the nore ageressive unlon leadsrs and the pore aggrieved
groups of workers are freer to act indeperdently, and non~Commmist
leaders will no longer be irmobilized by foar of the ultimate conw
sequences of unity of action with the CGT in pation-wide strikes,

Labor®s will to strike henceforth will be lim:‘ghed by two principsl
obstacles:' its poor financial proparcdnessy and the fact that the workers
are not wiformly aggrieved, in view of the substantial social benefits
grantea to & sizable numbers Strike action will tend to be strengthensd,
howover, insofar as it is now taken in defense of the particular interecsts
of the local workers involwed,

In addition, lobor will grow more aggressive in the coming months
because both the erployers and the goverrment will persistently resist
liberal concessions to the workers, Hanagement will fight to protact
present profit morgins,# and to prevent price increases which would
jeopardize' present or prospective narkets. The government will be
inclined - somevhat less firmly « to check labor®s prossure beecaouse laborts
influonce in the Cabinet has declined, and the anticipated rise in
general wage lsvels mst inevitably be extended to the nationslized

industries, where zny sharp increase in costs would soriously jeopordize

3  Although profit margins have not been accurately roported, the BCA
lission to France believes they wore "vary high' in 19L9, “amounting in
nany cases to 20 to 30 percent of sales,! .

IT7.2
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the govermientis financial situation,

The reagons for CCTts promotion of labor militancy will bes
(a) its fundamental notive of soeking to develop laborts discontent
to the (reatest possible extent in order to hasten Compmmisi par@icipation
in the government; (b) its determination to revarse the slow decline since
1947 of its prestige among the workersy and especially (e) its lioscotm
directed mission in 1950 to impede the dewvelopmsnt of the HAT by methods
of attrition if not by ineiting general social strife.

The CGT is well propored to exert a leading influence, at leoast in
the carly stages of labor's 1950 carpaigne Of all the confederations, it
has the best~trained orgaz;izers, the largest funds, probably the groatest
strength of purpose, and a persistent réputation as the strongest
charpion of all labor. PFurthermore, the CGT!s aggressive stand will
tend to drav the non-Commmist labor confederations into adepting
nore nllitant tactics in order to forestall deserbions of their loeal
unions to CGT leadership. Such a trend in non-Commmnist labor policy has
becons more likely in view of the growing urgency of the workers! demands
and the Sociali:_sts' relinquishment of govermmentsl responsiblity.

2o Growing Numbor of Strikes,

Labor's groater aggressiveness will be demonstrated’principauy by
a mulbtiplication of strikes and by intensified pressure on the povernment

in supoort of bolder demands. The sariousness of thev ork stoppages will

III-3
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1ie in their prowing nmunber and broadth of offect on the nation's
industrial life. Lost will be local, inasrmch as both the GT and the
employers are promoting separate negotiations for sach enterprisee
A fow, however, will bo widespread = for example, among metal workers,
miners, railroad r:ork-ars, dockors, end povernuent workers - sspeclally
then organized by strong inclusbry-uﬂ.de nore-Cormunist unions, or by the
COT for political purposes. Both tho union treasuries and the workers
themselves ars, however, ill propared financially for strikes of unlimited
dursgtions A large mumber of strikes will be based on urban centers,
vhere union conbrol is stronger, cconorric grievances are rore acube,
and the COT can best carry out its irmediate politlcal objectives.

Vork stoppages can be expoctod to continue through most of 1950
A wited strike front against governnent policy being no longer s preow
requisite, labor will consider the individual employer or indusitry a
more nearly equal opponente In addition, particular demands of local
groups of workers will tend over a considerable pericd of tims to baing
froeh striking forces into labor's struggle with industwy,
3. Intensifiod Political Presswre of Lebor on the Governuante

Iabor's political pressure upon the govermment is likely to grow
during the next few monthse Iabor will oppose the strong sentiment wibhin
the Cabinet both to raise as little as possible the former minimum wage
(12,000 francs a month) ~ a power retained by the government - and to

IIT-h
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rostriot the right to strike. Union leaders will, moreover, support
@1l possible legislation to undermine industry's strong position,
insisting especislly that the govermment shift a greater share of Hie
tax. burden o business and take decisive action to fores price re-
ductions.

ho Gradual Bise in Lbnay Vages,

Bespite industry's strong position for resisting labor's denands,
there will be an appraciable rise in money-wage levels in 1950, perhaps
amounting to.15-20 percent. Pusiness will probably come to pormit this
extent of increase in view of:t (a) the hops of business leaders that
they may thus zain the initial tactical advantaze of breaking the full

irpact of labor's drives (b) the undeniable decline in real wmges over
. recent nonthsy and (e) the fact that the goverhment has already found
it justifiable to outharize wage supplementa smounbing to as mch as
25 percant for Llowpaid workers —e cost-of-living bonuses which, however,
were authorized only twice in November 1949 and again in Fetruary 1950,
Tho anticipated extent of increase in general noney wage lovels,

however, will be achicwved by labor only after some nmomths of collective
bar;aining and strikes. Industry will probably be able to limit thoe
rise in vages by exploiting the workers® alrcady existing fears of
- unerployment, by using the Llock-oub; and by pronoting negotiations on
the local rather than roglonal or national levaiéo " Zach industry will

TIT-5
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strive determinedly to pear the gize of its wage adjustments to the -
increase in its ovm productivity.
5@ Lower Labor loralee

Laobor's morale and honce its productiveness nay be reasonably
expacted to decline somsvhat in 1950 In gencral, the fair probability
that money wage incroases may for a time be more than offset by price
increases (ses Appendix IT) suggosts that the workers will be further
disillusioned after their long vmit for the restoration of collactive
bargaining. In particulor, the renewed local bargaining directly
between erployces and amloyers is likely to have a deeper effect on
the workers® personal attitudes toward their jobs than did the previous

nepotiations betwsen national labor confederations and the government.
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